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Dear Mr. Walsh:

As the California State Controller and the New York City Comptroller, we wish to express concern
about Rio Tinto’s investment in Pebble Mine (“Pebble Project”) — a massive gold and copper mine
proposed to be sited at the remote and ecologically sensitive headwaters of Bristol Bay, Alaska.
We believe our concerns take on new urgency in the wake of the September 2013 decision by
Anglo American, a 50 percent partner in the Pebble Project, to withdraw and incur losses despite
investing more than $540 million to date.

The California State Controller is a trustee of two large public pension plans (CalPERS and
CalSTRS) with assets totaling $430 billion. The New York City Comptroller is the investment
adviser to, and a trustee of, the five New York City pension funds, which have combined assets
totaling $139 billion. This letter expresses our personal views as fiduciaries of pension funds that
are substantial, long-term Rio Tinto shareowners.

The California and New York City pension funds believe that sustainable business practices —
particularly responsible environmental, labor and human rights and practices — are fundamental to
protecting and creating long-term shareowner value. As fiduciaries of these funds, we cannot
ignore the far-reaching economic implications of investments that create sustainability risks —
investments like the Pebble Project. In our view, investment in the Pebble Project presents undue
risk not only to the long-term sustainability of the Bristol Bay region, but also to the long-term
value of our investments in Rio Tinto.
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Northern Dynasty Minerals, now sole owner of the Pebble Project and of which Rio Tinto owns
19%, has already warned investors that “[e]nvironmental concerns in general continue to be a
significant challenge for Northern Dynasty . . . . Unexpected environmental damage from spills,
accidents and severe acts of nature such as earthquakes are risks which may not be fully insurable
and if catastrophic could mean the total loss of shareholders’ equity.” The company even
acknowledged that “[i]t is possible that the costs and delays associated with compliance with such
standards and regulations could become such that we would not proceed with the development or
operation.” Nonetheless, it has pledged to move forward to develop Pebble Mine in the wake of
Anglo American’s departure.

In short, Pebble Mine will have significant environmental and social impacts that pose regulatory,
operational, legal, and reputational risks for any company that pursues the endeavor.

1. Environmental Risks: If fully developed, the Pebble Project would be one of the largest
mines in North America, producing up to 10 billion tons of mining waste that would have
to be stored — forever — in the rivers, streams and wild lands of Bristol Bay’s high-quality
salmon habitat. Salmon are the economic backbone of the region and contribute as well to
the regional community’s cultural foundation. An economic report recently released by
researchers at the University of Alaska found that the Bristol Bay commercial salmon
fishery is worth $1.5 billion annually, making it the most valuable wild salmon fishery in
the world." Not only do salmon sustain a prized commercial fishery, they also sustain
world-class sports fishing, a subsistence-based economy for Native Alaskans, and 14,000
jobs."™ Mining the Pebble Project would put salmon — which are highly sensitive to even
the slightest increases in copper — at great risk.

2. Regulatory Risks: The U.S. Environmental Protection Agency (“EPA™) has the
unequivocal right under Section 404(c) of the Clean Water Act to stop dredge and fill
projects “whenever” failure to do so would result in unacceptable adverse environmental
effects.” Nine federally-recognized tribes in Alaska have petitioned EPA to use its authority
under Section 404(c) to protect Bristol Bay from large-scale mining like the Pebble Mine.
EPA received similar requests from the Bristol Bay Native Corporation (a multi-billion
dollar developer and the largest land-owner in the Bristol Bay region representing 9,000
native sharcholders), the Bristol Bay Native Association (a non-profit corporation and
tribal consortium serving the 31 federally recognized tribes in the Bristol Bay region),
commercial fishing and sportsmen groups, chefs, jewelers, investors, churches, business
owners, and environmental and conservation groups. In response, EPA conducted a
scientific assessment of the Bristol Bay watershed to understand impacts from large-scale
development. EPA recently released its second Draft Bristol Bay Watershed Assessment
(“Watershed Assessment” or “Assessment”)" — already subject to extensive public
comment and expert peer review — which concluded that Pebble Mine would have adverse
impacts, threatening wild salmon — and the economies and jobs that depend on them. EPA
underscored that even with no human or system failure (impossible in the long-term), a
mine of any foreseeable size would reduce water flow in the region, directly eliminate up to
4,800 acres of wetlands, dewater up to 90 miles of streams, and cause “toxic levels of
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copper” in the streams around the mine. With inevitable operational failures, EPA found
these risks would increase significantly, even catastrophically.*"

Given these findings, expending corporate funds to advance the Pebble Project is unduly
risky. EPA’s findings create clear agency authority to prevent the “unacceptable adverse
impacts” that large-scale mining would cause in the area. Even if the agency does not
proceed to a 404(c) determination now, and the requisite permits are granted, an even
greater risk will continue to loom over the project. The D.C. Court of Appeals recently
held that EPA may “prohibit/deny/restrict/withdraw a specification af any time”"" — before,
during, or affer the permitting process. A mining permit could easily be withdrawn,
therefore, even after significant funds (beyond the more than $600 million already
invested) have been expended for research, development, and construction.

Operational Risks: To transport gold and copper from the mine site to market, the Pebble
Partnership will have to construct massive infrastructure, including a marine terminal in
Cook Inlet, roads, and pipelines. In order to construct the 104-mile road, the Pebble
Partnership must acquire access rights from area landowners. But numerous native
corporations, tribes and other residents currently oppose the mine and will not willingly
provide access rights.

Legal Risks: A coalition of local communities, tribal governments, the commercial and
sport fishing industries, conservation groups, sports groups, and numerous business
interests has formed to oppose the mine. Stakeholders have filed challenges against the
exploration permit, land use plan, and water rights for the project. Further lawsuits are
likely inevitable.

Reputational Risks: Any association with Pebble Mine could result in substantial adverse
public relations and potential customer and investor backlash, as happened with
mountaintop removal mining.” Prominent jewelers like Tiffany & Co., Helzberg
Diamonds, Zale and Jostens have expressed their opposition to Pebble Mine and vowed not
to use gold extracted from it." There is also overwhelming local opposition to the Pebble
Project by Yup’ik, Athabaskan, Aleut and other Alaska Natives. The Bristol Bay Native
Corporation voted in December 2009 to oppose the Pebble Project.™ The Alaska Inter
Tribal Council, a consortium of 231 federally-recognized tribes in Alaska, passed a
resolution against Pebble Mine in 2005.™" A survey released in November 2011 by the
Bristol Bay Native Corporation found that 81% of its native shareholders strongly oppose
the mine.™ And most recently, after EPA released its second draft Watershed Assessment,
it received more than 800,000 public comment letters, of which more than 73% of
Americans, 84% of Alaskans and 98% of people from Bristol Bay expressed support for
the Assessment and/or EPA action to prevent mining in Bristol Bay.

In light of these risks, it is not surprising that Anglo American recently withdrew from the Pebble
Project. In his September 16, 2013, statement on the company’s decision, Anglo American CEOQ
Mark Cutifani cited the company’s need “to prioritize capital to projects with the highest value and
lowest risks within our portfolio.”
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As fiduciaries of substantial, long-term Rio Tinto shareowners, we request that you perform and
disclose a comprehensive assessment of the legal and regulatory risks of this uncertain investment.
As part of this assessment, we would like to understand further the potential liabilities to the
company in case of a failure or breach of the project which could affect salmon habitat and thus
the economic well-being of the area’s community. We further expect a corporate commitment that
this development will not proceed in the absence of full social, regulatory and legal licensing.

We thank you for your prompt response.

Sincerely,

Original signed by California State Original signed by New York City
Controller John Chiang Comptroller John Liu
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